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MR. CORMACK, | - ~ '• - Vi. ■ 

On- Saturday I received the attached | ^ 




LDX tin '"Versailles Summit" , I femember 

you saying something about a meeting 

on it so I asked the EXDIR, if I should 

notify someone about it, he said yes, 

have the ops center advise Harry Rowen. 

I did this at 0935 Saturday the 27th. 
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NSC Review Completed as Redacted. 
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NATIONAL SECURITY COUNCIL 

WASHINOTOM. D.C. 2090(1 


I R; 


CONFIDENTIAL 


March 26, 1982 


MEMORANDUM FOR: 


■ « i 

Nancy Bearg Dyke Thomas B. Cormack 

Assistant to the Vice President Executive Secretary j ■‘I 

for National Security Affairs Central Intelligence Agency : { 

L. Paul Bremer III Jacqueline Tillman i 

Executive Secretary Executive Assistant to the ; j j 

Department of State United States Representative | ! 

to the United Nations • i 

David Pickf ord ‘ j i 

Executive Secretary Dennis Whitfield ' I ' 

Department of the Treasury Executive Assistant to the Unitedi 1 

States Trade Representative . • | I 
Lt Col Robert P. Meehan ; i r \ 

Assistant for Interagency Matters James B. Burnham > ' ■ 

Office of the Secretary of Defense Executive Assistant to the I j 

. ’ ' Chairman, CEA ■ \ [ 

Raymond Lett fl -. . ! 

Executive Assistant to the Secretary Col Charles F. Stebbina . ■ 

Department of Agriculture Executive Assistant to the 

! Chairman, Joint Chiefs of Staff I 

. Jean Jones ; . - ,i- i 

■ Director, Executive Secretariat Gerald Pagano i; | I 

Department of Commerce * Executive Secretary ! M 

■ . AID ■ hi 

.William Vi Vitale 
: Director, i Office of the 
Execut^^w Secretariat 
' Department of Energy 

SUBJECT: Vcirsai^ Sxmmit (C) 

-i'— vj- ■■ '/ ' I \ . 

A National Security Council meeting has been scheduled for Tuesday, March 
30, 1982, ^^:00**2:45 p.m. , The Cabinet Room, to review and approve DS - 
papers ;beihg submitted as part of the preparatory process for the 
Versailles Economic Summit. Three papers are involved: 

1-j East-West Economic Relations - The only paper for which 
I t^e US is principal drafter to be presented to the 
; i Personal Representatives of the other Summit countries. 

i 4 i ■ . • ■ ' ’ _ _ 

2. i Energy Security Paper - A paper to be provided as input 

to the Personal Representatives of the European Commission, 
which la the principal drafter of the Summit background 
paper on energy. > 

CONFIDENTIAL - I i 


CONFIDENTIAL 
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"VtRg^ILLtliS BVKklT PAPER - SUMHARY 


I ; 

• r 

• • 


Relations wi th Developing Countrlea 

panaceas, tnat their domestic resources, affnrea 

Hso\T ' 

of "»>>ltUate«l'’e 2 SnS«? 2 "o^“u«il„rail“^egoun?onIl* 

i* «»re Important for Versailles to foster this naw 
natlsm and to ensure that the "spirit* of cancun hrrnm>n**fr 
wherever consultations and negotiations taL plac^thSS 
credence to the proposition ^at many problL? wSuld iollid 

through ‘global negotiations". Work continues tra« ? 

aystem and elseih-?e. lH the^Sn 

eSssfd «2*’:irSn;«*«”s;re'Srro?h*irf«.':ucS' •* 
diiIiSpiSr<42«Ji«r"w2 tS’^bnS^^i^S ’'if* I 


***®9an Administration has devoted much of its tlmm 4-a 
the Inplementation of policies and programs resultinS froS 

inclJdlM^ii®" US relations with developing count?lil, 
innirfiC? *"**? *^*** n,ultilateral development bankSl 

fh™ approval for the first Foreign Assistance Act in 

* major foreign policy initiative In the 

"® urged’l.n y«r .id wururS, S«l„ 

this year that summit countries consider the Interolav of 
Interdependent and diverse interests among develoDina^conn>r'4.« 

international economic system. This year's declaration ' 
Should recognize the acconpl Ishients of the bast feaf aJd 

themes which have emerged. Summit participants 
addressing the concerns of developing countries in 
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SHAFT 


versaiu.es summit paper 


Relations with Developing Countries 


Relations with the developing countries C* North/South* 
affairs) have been an important topic for discussion prior 
to each economic summit. It is entirely appropriate that the 
summit countries look outward and consider the effect of their 
policies on other nations and in particular on the non-OECD 
countries with which there are relatively few mechanisms for 
multilateral economic consultations. 



Prior to the Ottawa summit in 1981 r the personal repre- 
sentatives achieved a new plateau of understanding for our 
relations with the developing countries, . They did not 
agree on everything, but the p>ersonal represent'atives 
concluded that industrial countries* efforts to promote* 
growth and price stability are essential for the growth and 
development of developing countries as well as industrial 
countries a^-^tJaerefore complement and reinforce aid and 
other ^irec8^»ntributions. They also concluded that «r 
concessional assistance should support market-oriented 
activities and should lead recipients to eventual self- 
reliance. According to the report of the personaQ repre- 
sentatives to the summit (attached at Tab 1), these and 
their other conclusions "could form the basis for a new and 
more coherent approach to the developing countries." 


In preparing for the Versailles summit, it is im- 
portant that we build on the plateau achieved at Ottawa. We 
must also take into account new circumstances which have 
come about in in the past year. 

The major change of the past year has been the 
rethinking of old concepts of economic cooperation for 
development. This has been forced in part by the recession 
and other well-known economic difficulties. It has become 
clear, for example, that massive increases in the transfer 
of official resources are clearly impossible, however much 
we might want to increase concessional flows for the less 
fortunate peoples of the world. Individual countries 
willing and able to increase concessional assistance should . 
be given credit for doing so, but it is clearly inap- 
propriate for the summit countries as a whole to continue to 
profess that their aid is increasing and thereby to create 
the false expectation that certain categories of developing • 
countries may be saved from having to take difficult mea- 
sures of their own if they are to realize their growth and 
development objectives. 

I 

Rethinking is also taking place because of recent 
changes in the environment of relations between industrial 
and developing countries. There have been a number of 
important expressions of this rethinking in the past year: 


UHITED OmClilL m. 
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Two i^otat4e examples are the speech of the World Bank 
President, Mrw A.W. Clausen, on "Global interdependence in 
the 19803- in Tokyo on January 13, 1982, and the speech of 
the OECD Secretary General, Mr. Emile van Lennep, on -The ‘ 
role of markets and government in relations between develop- 
ed and developing countries" in Rotterdam on November 26, 
1981. Both speeches describe the. recent evolution of the 
world economy. Mr. Clausen’s discusses the diminished 
utility of the "North/South" model and proposes that a 
dynamic and evolving world economy must be seen as consist- 
ing of at least eight discernable poles of high economic 
significance. Mr. van Lennep’s discusses some implications 
of the changing world economy for international cooperation. 

There also appears to be a new seriousness of purpose 
on the part of governments and to an emerging consensus that 
neither increasing foreign aid nor any likely restructuring 
of the international economic system is a panacea for the 
problems of developing countries. The governments of 
developing countries seem, in general, to be increasingly 
willing to accept the lessons of the past — that their o%m 
resources, efforts, and policies are far more important 
determinates of development than assistance from foreign 
governments. Many developing countries are learning to 
appreciate the role of the private sector and are revising 
their policies in order to attract foreign private invest- 
ment and technology. 

In the area of multilateral economic consultations and 
negotiations, developing countries also appear to have a 
more realistic attitude toward the results of multi- 
lateral economic consultations and negotiations. While the 
New International Economic Order rhetoric is maintained, its 
tone is muted, and governments seem more willing to work 
together on specialized issues in different fora. 

One example is the Caracas conference on economic 
cooperation among developing countries and the New Delhi 
consultations. BCDC has not yet had many specific results, 
but the recent activity is evidence of developing coun- 
tries* new receptivity to the ideas of self-reliance, 
pragmatism, and specialized conferences. 

In many ways, the Cancun summit also symbolized a new 
attitude on the part of developing countries. There was a 
brief but productive exchange of views at Cancun at the 
highest political level on some of the most important global 
problems in the areas of food, trade, energy, and finance. 

All participants proved willing to search cooperatively for 
pragmatic and mutually beneficial solutions to common 
problems. A task for all governments — and certainly for 
the seven economic summit countries — is to ensure that this 
"spirit- becomes the norm whenever international consulta- 
tions and negotiations take place. 


UIHD OFFiCUL eSE 
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The Cancun summit also confirmed "the desirability of 
supporting at the United Nations/ with a sense of urgency, 
a consensus to launch “global negotiations on aYbasis to be 
mutually agreed^and in circumstances offering the prospect 
of meaningful progress." Global negotiations could be benefi- 
cial under the right conditions, but it %#ould be wrong for 
the Versailles summit to give credence to the proposition 
that many problems are going to solved through negotiation 
in a centralized forum. It would be far more important for 
the summit to foster the new pragmatism and to encourage the 
"spirit" of Cancun to take hold in a multiplicity of general 
and specialized fora. 

In parallel with the rethinking of alternative approaches 
to development and new forms of international cooperation, 
work has gone forward in the specialized fora of the UN 
system and elsewhere. Within the past year there were major 
UN conferences on the least developed countries and on new 
and renewable sources of energy. The International Fund for 
Agricultural Development and the African Dvelopment Fund 
were replenished and the Food Aid Convention extended. The ^ 
IMF broadened the Compensatory Financing Facility to provide 
assistance to members experiencing balance of payments 
difficulty arising from temporary increases in the cost of 
cereal imports. The World Bank substantially increased the 
commitment of resources to the energy sector. Preparations 
are well underway for a ministerial meeting of the General 
Agreement on Tariffs and Trade. In the Caribbean Basin, the 
U.S. has agreed to use a variety of trade, aid, and invest- 
ment measures to help establish the basis for rapid economic 
growth and political stability, and three other countries 
have agreed to increase their aid. 

In the ON General Assembly, the summit countries have 
fulfilled our Cancun promise to support with a sense of 
urgency a consensus to launch global negotiations. We have 
stated our concerns very clearly, and it is now up to the 
developing countries to decide how badly they want global 
negotiations. If they lack enough unity to make such a 
decision or if interest in global negotiations has waned on 
their part, it is not for us to make more compromises to 
bring about something which we did ndt propose in the first 
place and which would not necessarily be in our interest to 
pursue. They# not we, are the deroandeur. 
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Prior to the Ottawa summit, the United States presented a 
paper (at Tab 2) outlininq some of the results of its own 
reexamination of relations with developing countries. This was . 

one of the first products of the Reagan Administration in this 
important area of foreign economic policy. During the remainder t,!!! 

of 1981, the President and members of his cabinet delivered at r|ji; 

least five important foreign policy statements on the subject of l-ljr 

relations with developing countries. Much of their time was 
devoted to the implementation of policies and^programs resulting 
from the initial reexamination: They commissioned a thorough ;;|i; 

reassessment of the US role in the multilateral development i'i! 

banks. They made a successful effort to win Congressional 
approval for the first Foreign Assistance Act in three years. ‘ 

They took a major foreign policy initiative in the (:aribbean I ’:! 

Basin. And they made a variety of decisions involving :• | - 

the role of the private sector in international development. j ' 

Attached (at Tab 3) is a list of actions over the past year 
in the area of international cooperation for development. 

The list focuses on the policies and actions of the US 

Government, but many of the actions listed were also take by | ;| 

other summit governments, and some were paralleled by . I i 

different but equally beneficial actions of other countries. ■ ] 


As part of the preparations for the Versailles summit, 
we should ask ourselves if, in lieu of global negotiations, 
there are other fora which would be appropriate for increas** 
ed consultations and cooperation with developing countries. 
The key word here is "consultations" which is much different 
from "negotiations." In a world of ever increasing com- 
plexity and economic interdependence, it would be difficult 
to deny the need for finding new means for international 
consultation. The growth and development of certain 
developing countries have made them important factors in the 
global economy — or in certain sectors. There are some 
effective means for consultations with such countries, e.g. 
the GATT Consultative Group of 18, but we need to bring 
such developing countries into a system of consultations on 
many aspects of the global economy. 


The OS paper urged last year that summit countries take a 
comprehensive view of the "North/South" situation and consider 
the interplay of interdependent and diverse interests. It also 
sought to draw lessons from the development experiences of ^ 
different developing countries and to summarize the accomplish-; 
roents of international development cooperation oyer the last two 
decades. Our paper ended with some specific suggestions for, the 
summit declaration, which were designed to invite cooperation ; i 
rather than confrontation and to foster the more extensive 
participation of developing countries in an increasingly open and; 
stable international economic system. 
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- Atfeisched {at Tab 4) is an comparative tAHio i 
from the "North/South" portions of the ' language 

declarations, ihe tabirreiaals th« ti^L " 

to be selected year aftir vm? an^tL^ ! "® 

the preparatory process seLs to be «^dinS“e» Ja™u«.°to 

t"hinhf*“a1ou? tSe“re?atio:sMp“n^a0??!r3sT" T" 

£dSl ■ 

emerged in the past year from the rethi^kinrorrela^ ions*"'* ' 
between industrial and developing countrLs! ®iations 

whether'^i?^!'i"V^® declaration, we should also consider 
-mS^Jwo appropriate to continue to segregate 

North/South affairs from other summit topics e n 
economics, energy, trade, and monetary policy ' This orfc°" 
tice tends to obscure the fact that Sn^deration 

thing suLli particip;nts fboujTnJ^ “"?S“e^Tn; 

wSrir"”;^ ^fg'irsbir’ sig«irtrisi ^ 

if wight show more respect for developing countries 

needs and thHr ipSr^ancr^rui'au^lSaUcirjy^fS'Lf 

Attachments 

1. o£ personal representatives to [the Ottawal su«imi^ 

North/South issues, (July 1981) . 

^ [submitted by the OS Government 1 - 

developing countries: A f ramework ^ f or 
meaningful cooperation, (April 1981) • 

3. International cooperation for development: Recent u <5 

(as of March 1982) wecent US actions, 

4. table of language pertaining to relations with 

*“"«■*= s„„^x“"lert2ationa. 


(Attachments 
not included) 
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